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THE CHESAPEAKE CORPORATION OF VIRGINIA 

West Point, Virginia 


Corrugated Container Plants 

Baltimore Box Company 
Baltimore , Maryland 

Binghamton Container Co., Inc. 
Binghamton , New York 

Miller Container Corporation 
Roanoke , Virginia 

Scranton Corrugated Box Company, Inc. 
Scranton , Pennsylvania 

Southern Corrugated Box Corporation 
Winston-Salem , North Carolina 

David Weber Co. 

Philadelphia , Pennsylvania 

Other Subsidiaries 

Chesapeake GmbH 
Hamburg , Germany 

Chesapeake Trading Corp. 

West Point , Virginia 

Greenlife Products Co. 

West Point , Virginia 

Division 

DelMarVa Forest Products Co. 
Pocomoke City , Maryland 

Affiliated Companies 

Cands Lumber, Inc. 

Elizabeth City , Nor//? Carolina 

Chesapeake Bay Plywood Corp. 
Pocomoke City , Maryland 


Transfer Agents 

Chemical Bank 
New KorA, New YorA 

United Virginia Bank/State Planters 
Richmond , Virginia 

Registrars 

First and Merchants National Bank 
Richmond , Virginia 

Manufacturers Hanover Trust Company 
New York , New YorA 

Accountants 

Ly brand, Ross Bros. & Montgomery 
Richmond , Virginia 

Counsel 

Hunton, Williams, Gay, Powell & Gibson 
Richmond , Virginia 


The common stock of The Chesapeake Corporation of Virginia 
has been listed on the New York Stock Exchange since 1944. 
The annual stockholders’ meeting is held in West Point, Vir¬ 
ginia, on the first Tuesday in April. 
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The Chesapeake Corporation of Virginia and Subsidiary Companies 


FINANCIAL HIGHLIGHTS 


FOR THE YEAR: 

Net sales . 

Income before income taxes. 

Taxes on income. 

Net income. 

Net income per share of common stock. 

Net income as a per cent of sales. 

Net income applicable to common stock as a per cent of common stock¬ 
holders’ equity (beginning of year). 

Cash dividends declared on common stock—$1.60 per share. 

AT THE YEAR-END: 

Working capital. 

Investment in property, plant and equipment, net. 

Book value per share of common stock. 

Common shares outstanding. 

Number of stockholders. 


1969 

1968 

$68,482,145 

$59,876,331 

8,670,850 

7,788,557 

4,135,000 

3,393,000 

4,535,850 

4,395,557 

$2.43 

$2.35 

6.6% 

7.3 % 

8-4% 

8.4% 

$2,872,875 

$2,872,875 

$11,877,608 

$12,524,166 

51,969,479 

50,773,608 

$29.68 

$28.85 

1,795,547 

1,795,547 

3,937 

3,988 
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TO OUR STOCKHOLDERS 


Chesapeake’s dollar volume of sales achieved a 
record high in 1969. Sales rose to $68,482,000, an increase 
of $8,606,000 or 14%. Net income had a more modest 
increase of 3% in 1969 over 1968. 

The improvement in the price level for linerboard, 
paper and pulp which began in late 1968 continued 
throughout 1969. This, and a better than industry average 
increase in physical volume by our converting subsidiaries, 
were the major factors contributing to the higher dollar 
volume of sales. 

Net income did not keep pace with the greater sales 
volume because of increased costs of manufacturing both 
at the mill and converting subsidiaries and a substantial 
increase in the effective rate of taxes on income. 

The contribution to Chesapeake’s net income by 
Chesapeake Bay Plywood Corp. was 15 cents per share 
on your company’s common stock in 1969 as compared 
with 19 cents per share in 1968. The rapidly rising cost 
of construction and the shortage of mortgage money 
severely curbed the number of housing starts. Conse¬ 
quently, the price received for plywood deteriorated 
throughout the year. 

The high level at which the paper industry has oper¬ 
ated during the past few years has resulted in a tremendous 
increase in the demand for all forms of wood fiber. This 
increase has occurred during a period when woods labor 
has declined as the result of military manpower demands 
and attractive job opportunities offered by industry. 
Consequently, the entire southern paper industry has 
directed its efforts toward a higher degree of mechanization 
in pulpwood harvesting. At Chesapeake we have con¬ 
structed additional company-operated mechanized wood 
concentration yards, assisted pulpwood dealers in ac¬ 
quiring labor-saving equipment and increased facilities 
to handle long-length logs. 

During the latter part of 1969 we entered into an 
agreement with L. R. Foreman Lumber Company to 
form Cands Lumber, Inc., at Elizabeth City, North 
Carolina. The new affiliate will process long-length logs 
into lumber and wood chips. This joint venture not only 
expands our wood procurement area, but also provides 
an opportunity for growth in a complementary industry. 

During 1969 we purchased more than 15,000 acres 
of timberlands. The ownership of 300,000 acres of timber- 
lands at the end of the year brought us to an important 


milestone in our land acquisition program. We will 
continue to purchase land in our operating area when it 
becomes available at reasonable prices. 

As we enter a new decade we see many growth 
opportunities for your company. Our financial strength 
and complement of capable and conscientious personnel 
places us in an excellent position to weather temporary 
declines in the nation’s general economy, and take ad¬ 
vantage of opportunities as they develop. There will 
certainly be problems to solve and periods of uncertainty, 
but we view these as challenges to test the skill and in¬ 
genuity of management and of all Chesapeake personnel. 

There are a number of indeterminate factors that 
may affect your company’s operations in the year 1970. 
Many of these relate to political and economic policies 
that will influence the economic climate in which all 
industry operates. We anticipate full operation of our 
papermaking facilities during the current year. In addition, 
we are optimistic that price levels for our products will 
show selective improvement. Every effort will be made 
to maintain present cost levels, but to a great extent our 
success will depend upon the effectiveness of the Federal 
government’s effort to restrain inflation. 

Your management is fully aware that the future of 
Chesapeake is dependent upon our ability to attract and 
retain capable and loyal personnel. Considerable effort 
has been devoted to developing programs for recruiting, 
training and motivating personnel. These are continuing 
programs that are designed to give our people an oppor¬ 
tunity to exercise initiative and to grow as individuals. 
This is the keystone of our management philosophy, for 
we realize that our ultimate success is dependent upon the 
performance of each individual. 

President 



Chairman of the Board 

February 20, 1970 
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THE YEAR IN REVIEW 


Sales, Income and Dividends 

Consolidated net sales in 1969 were $68,482,000 as 
compared to $59,876,000 in 1968, an increase of 14%. 

Net income on the common stock amounted to 
$2.43 per share in 1969 compared with $2.35 per share in 
1968. 

Cash dividends of $1.60 a share, or a total of 
$2,873,000, were declared in 1969 on the 1,795,547 
shares of outstanding common stock. Cash dividends 
totaling $177,000 were declared in 1969 on the $5 cumu¬ 
lative convertible series A preferred stock. 

Financial Position 

Cash amounting to $10,655,000 was generated in 
1969 from net income, depreciation and depletion, an 
increase of $666,000 over the cash generated in the year 
1968. 

Additions to properties and equipment totaled 
$7,721,000 during 1969, compared with $9,382,000 in 
1968, a decrease of $1,661,000. 

Depreciation and depletion in 1969 amounted to 
$6,120,000 compared with $5,594,000 in 1968, an increase 
of $526,000. 


Both domestic and export markets showed strong demand for Chesa¬ 
peake products in 1969. Overseas markets continued to project a 
high rate of growth. At right a ship being loaded at mill docks. 



SALES 

Millions of Dollars 
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INCOME AND DIVIDENDS 

Millions of Dollars 
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The equity of common stockholders was increased 
during 1969 by a total of $1,486,000 representing the 
reinvestment of income. At December 28, 1969, the total 
equity of the common stockholders, representing the 
par value of common stock, other capital and income 
retained for use in the business, amounted to $53,288,000. 
The book value per share of common stock increased 
from $28.85 to $29.68. 

Working capital at December 28, 1969, totaled 
$11,878,000, a decrease of $646,000 from the 1968 year- 
end total of $12,524,000. 

Mill Sales 

Strong demand for paper and paperboard, which 
commenced in the last months of 1968, continued through 
1969 in both domestic and export markets. There were 
significant and long overdue price improvements for 
practically every product line of the mill. 

The anticipated improvement in the pulp market was 
fulfilled in a manner more gratifying than predicted, and 
the year ended with pulp sales showing their best promise 
in a decade. 


Among additions to Chesapeake's equipment was the high-speed 
Langston corrugating machine , installed at David Weber Co. in 
Philadelphia and shown at right. 



ADDITIONS TO PROPERTIES AND EQUIPMENT CASH FLOW 

DEPRECIATION AND DEPLETION NET INCOME, DEPRECIATION AND DEPLETION 



7 

































































THE YEAR IN REVIEW— (Continued) 


WORKING CAPITAL 


Millions of Dollars 
18 - 






60 61 62 63 64 65 66 67 68 69 


EQUITY OF COMMON STOCKHOLDERS 



Continuation of sound growth in kraft demand is 
expected for the home market. The rate of growth in 
kraft demand for the overseas market is significantly 
higher than for the domestic market, and our sales abroad 
are expected to continue in substantial volume. 


Converting Sales and Operations 

The sales of converting subsidiaries fully maintained 
their relative share of the enlarged market for corrugated 
containers which developed during 1969. As a result, 
Chesapeake’s converting companies continued to operate 
profitably. 

Increases in the costs of raw materials and labor were 
significant, and increases in the prices of containers were 
slow in developing. However, by the year’s end, market- 
price levels had begun the upward reaction required 
by the cost increases. Unless restrained by generally ad¬ 
verse economic conditions, the corrective price trend 
should continue. 

At the David Weber Co. plant in Philadelphia, the 
installation of a new high-speed corrugating machine 
was substantially completed at the close of 1969. The 
machine is intended to increase the capacity and flexibility 
of that operation. With the exception of Southern Cor¬ 
rugated Box Corporation at Winston-Salem, North 
Carolina, which is still developing its market pattern, 
all of our box manufacturing plants operated at or near 
effective capacity. 

In recognition of the constantly increasing im¬ 
portance of prompt, reliable information on production 
and costs, the converting subsidiaries have set up a central 
computer, programmed to the individual characteristics 
of each converting plant, to provide management with 
timely and accurate data. This is in addition to the 
computerized central financial accounting which is now 
handled at our home office. 

Management continues its efforts to achieve and 
secure penetration in those market areas which are 
logistically most attractive to Chesapeake in terms of the 
profitable movement of the company’s basic products. 
Each of Chesapeake’s converting subsidiaries is located 
advantageously for this purpose. They have continued 
to afford effective and constructive assistance in support 
of mill marketing policies. 


Manufacturing Improvements 

At the manufacturing facilities in West Point, efforts 
were concentrated upon maintaining the high standards 
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A television monitor—arrow points to transmitter , at left—enables 
a scaleman to inspect the opposite side of a pulpwood load before 
accepting the load. The receiver , in the scalehouse , is shown at right. 


The monitor is one of five such electronic devices in the mill , three of 
which were installed in 1969. They help to maintain the high efficiency 
of our manufacturing facilities. 


of operating efficiency for which Chesapeake is known. 
Toward that end, two major rebuilding projects were 
carried out during downtime at the end of the year and the 
beginning of 1970. 

One project involved thorough overhaul of the oldest 
unit for recovery of process chemicals. The other resulted 
in rebuilding the Fourdrinier or sheet-forming section of 
No. 1 paper machine to maintain our papermaking 
equipment at the highest possible competitive level. 

Environmental Control 

One of management’s principal concerns is to insure 
that the mill continues to stay well within the standards 
of environmental quality established by State and Federal 
regulatory agencies. 

Information collected by the technical department 
in 1968 indicates that control measures of the company 
are providing air and water quality substantially better 
than the standards set by the Virginia regulatory author¬ 
ities. However, anticipating more stringent future stand¬ 
ards by State or Federal agencies, further steps were taken 
in 1969 to determine any influence our mill operations 
may have on air and water quality in the future. 

With respect to water quality, Chesapeake joined in 
a comprehensive study of the York River basin con¬ 
ducted by the Virginia Institute of Marine Science, the 


Virginia Division of Water Resources and the Virginia 
Water Control Board. The company provided 30% of 
the total cost of the study in order to establish flow 
patterns in the estuarial system near the mill. When 
completed in 1970, the data acquired will provide for 
the first time a mathematical method of determining the 
assimilative behavior of the receiving river complex. 

In addition, extensive studies are being made to 
locate all sources of effluent that may affect water quality. 
These are being identified as to type and amount in order 
to decide what control measures should be taken. All 
such sources are being measured accurately, and the 
appropriate preventive systems are being designed. 

Chesapeake works cooperatively with all water 
regulatory agencies. Although future State requirements, 
being enacted into law on the basis of Federal guidelines, 
are not clear at this time, our technical personnel are 
studying new technology and non-conventional systems 
which will provide adequate preventive measures for the 
future at lowest capital and operating costs. 

Regarding air quality, Chesapeake operated and 
expanded its “fall-out” measurement system. In addition, 
highly sensitive instruments were acquired to make an 
air emission inventory of the entire mill. This will provide 
information leading to recovery of costly chemicals and 
further reduction in air emissions. 
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THE YEAR IN REVIEW— (Continued) 


The company has been active in the work of the 
Virginia Technical Advisory Committee of the Pulp and 
Paper Industry. This committee worked closely with 
the staff of the Virginia Air Pollution Control Board to 
provide realistic air emission and air quality information 
for deliberations of the Board. 


higher profitability. Three such products, developed 
during 1969, show promise for marketing. The first, with 
a growing application for agricultural use, was field- 
tested during the year. The other two specialities are 
designed, respectively, for the packaging and laminating 
markets. 


Process and Product Improvement 

Many process projects were begun at the mill in 1969, 
both of a long- and short-term nature. Most projects 
are in the pulp mill since high-quality pulp is basic to 
high-quality finished products. 

The general objectives were to improve the quality 
and uniformity of in-process materials, to reduce costs 
by higher efficiencies, higher per cent run time, and in¬ 
creased yield, and also to establish the influence of specific 
variables. The last-mentioned objective is an imperative 
part of determining the appropriate systems for automatic 
control by computer in the future. 

One important objective is to develop products with 


Pulpwood Supply 

Pulpwood was in short supply throughout most of 
the year, and the demand was highly competitive. Our 
inventory levels thus remained lower than normal. 

Even with procurement problems, the disadvantage 
of an unusually wet summer and the effects of Hurricane 
Camille, Chesapeake procured nearly 690,000 cords of 
pulpwood, chips and peeler logs during the year. This 
was the second highest annual volume and exceeded that 


Work began during 1969 on the site for a larger superior seed orchard 
just outside West Point. This one is situated on a well-traveled dual 
lane highway. Motorists will be invited to stop and see the company's 
tree genetics program. 
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of 1968 by more than 42,000 cords. 

Chips purchased from lumber companies amounted 
to 20% of consumption. Efforts are continuing to increase 
our fiber supply from this source. Chips processed from 
the residue materials of these companies supplement 
the supply of roundwood and conserve growing pulpwood 
for future use. 

We continued to expand our wood procurement area 
according to plan. Four new company-operated 
mechanized rail woodyards were established. Two of 
these are in North Carolina and two in Virginia. We 
now own and operate eight mechanized rail yards. Two 
additional yards are under construction. In addition, 
we operate four mechanized barge landings, one of 
which was mechanized during the year. 

DelMarVa Forest Products Co., our timber processing 
plant at Pocomoke City, Maryland, furnished our affiliate, 
Chesapeake Bay Plywood Corp., with approximately 
22,700,000 board feet of peeler logs. The complex also 
produced almost 100,000 cord-equivalents of pine chips 
which were transported by barge to West Point. 

Approximately one-fourth of our requirements in 


Approximately one-fourth of mill requirements of roundwood and 
chips are delivered by water transportation. The DelMarVa chip 
installation and barge basin at Pocomoke City , Maryland , are shown 
above. At right is Chesapeake Bay Plywood Corp. 


roundwood and chips are being delivered to the mill by 
barge. 

Increased Mechanization 

To minimize the effect of the diminished woodlands 
labor supply, we are placing greater emphasis on the 
necessity for more efficient and productive harvesting 
operations. 

Our suppliers placed in operation two portable 
debarking and chipping units as well as additional equip¬ 
ment such as rubber-tired skidding tractors and loaders. 
Long-length pulpwood deliveries to the mill at West 
Point from mechanized logging operations were sub¬ 
stantially increased during the year. 

The in-feed to the mill barking drums was modified 
to allow an increase in the length of pulpwood from five 
feet to seven feet. This will allow increased productivity 
and efficiency in the handling and hauling of pulpwood by 
our mechanized suppliers. 
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THE YEAR IN REVIEW — (Continued) 


Woodlands Joint Venture 

To augment the quantity of fiber raw materials, 
Chesapeake entered into an agreement to construct a 
Chip-N-Saw mill in Elizabeth City, North Carolina. 

The new plant represents a joint venture with L. R. 
Foreman & Sons Lumber Co. and will be operated by a 
newly formed company, Cands Lumber, Inc. It is de¬ 
signed around a new concept in timber utilization—the 
processing of small-diameter logs with one pass through 
a machine which cuts lumber from the center section and 
chips from the outside or slab portion of the logs. 

Total investment in the new operation will be approxi¬ 
mately one million dollars. Construction work started 
in December, 1969, and startup is planned for mid-June, 
1970. Approximately 500 cord-equivalents of chips will 
be received each week by barge from Elizabeth City when 
operation of the new installation begins. 

Cooperative Forestry 

Chesapeake continues to emphasize its forestry 
assistance program for private woodland owners. The 
demand for this assistance necessitated full-time assign¬ 
ment of an additional forester to the work. Under the 
program, we offer at cost complete forest management 
services, including site preparation and reforestation, 
on those acres from which we purchase timber. 

In addition to reforesting our fee lands the company 


initiated the planting of 5,350,000 pine seedlings on private 
landholdings. About 80% of our wood supply comes 
from private landholdings. 

Land Management 

During the year about 15,000 acres of timberlands 
were purchased, bringing Chesapeake’s total ownership 
to approximately 300,000 acres. 

In the reforestation program, 17,700 acres were 
planted primarily with loblolly pine seedlings. This 
required over 13 million seedlings grown in State and 
private tree nurseries within Virginia. This land was 
prepared for planting in various ways, using heavy 
mechanical equipment and/or prescribed burning. 

During 1969, the company’s superior pine seed 
orchard in King William County produced 112 bushels 
of pine cones yielding 150 pounds of genetically superior 
seed. This is enough seed to produce approximately 
1,700,000 plantable seedlings for establishing about 
2,000 acres of high-quality, high-yield pine plantations. 

Woodlands management plans to produce, eventually, 
genetically superior seed for nearly all reforestation on 
pine-growing company land. As a step in the acceleration 


This large portable machine exemplifies continuing labor-saving 
mechanization in pulpwood harvesting and processing. Acquired by 
two of our Northern Neck dealers in 1969 , it debarks and chips logs 
on the cutting site and blows them into a trailer. 
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of the program, the site of an enlarged superior pine seed 
orchard was set aside from company-owned land near 
West Point and cleared during 1969. The present orchard 
will be gradually phased out. The new and much larger 
orchard will supplant it to increase superior seed pro¬ 
duction in the future. 


Providing Outdoor Recreation 

Last year more than 11,000 persons obtained com¬ 
pany permits and used our lands for hunting. This num¬ 
ber is nearly 50% more than in any previous year. 

Under the program of outdoor recreation, we planted 
several hundred acres in food for wildlife on site-prepared 
tracts or in utility rights-of-way. The seed are provided 
by the Virginia Commission of Game and Inland Fisheries. 

In cooperation with the Virginia Commission and 
the Maryland Department of Game and Inland Fish, 
Chesapeake continued under wildlife management several 
large tracts in both States which are open to hunters. 
In collaboration with the Virginia Commission, we also 
offer boat ramp facilities on the York and Mattaponi 
Rivers and on Lee Reservoir. 


Our Safety Record 

The mill at West Point again recorded a creditable 
safety record during the year, with a frequency of lost¬ 
time injuries substantially below the average for the pulp 
and paper industry. 

The safety program was restructured early in the year. 
Under the revised program, a management safety com¬ 
mittee of 56 members was replaced by a nine-man policy 



Another example of woodlands mechanization is this pre-hauler pur¬ 
chased by an Eastern Shore dealer. At left it picks up pulpwood logs 
as they are felled in the woods. At right after transporting the logs 
to a highway it loads them on a truck , waiting at the roadside. 


board selected from upper echelons of management. 
The policy board meets monthly to recommend measures 
for improved safety conditions. Supervisors are respon¬ 
sible for daily inspections and for enforcing these measures 
in their respective departments. 

The revised program has functioned effectively in 
its first year. In all, the mill experienced only nine lost¬ 
time injuries, including injuries in the more hazardous 
woodlands occupations, as compared with six such 
injuries in the previous year. However, injuries in manu¬ 
facturing were reduced from five to two. 


Community Relations 

Now in its fifteenth year of activity, The Elis Olsson- 
Chesapeake Foundation serves as the agency through 
which the corporation’s contributions are channeled. It 
is administered by a five-member board of trustees. 

An important part of the Foundation’s activity is 
support for education at all levels. In the realm of higher 
education, it has conducted for more than a decade a 
successful scholarship program involving the financing 
of two scholarships for general studies, administered by 
the National Merit Scholarship Corporation, and four 
scholarships for technological studies, administered by 
the three colleges at which the technological scholarships 
are available. 


13 

















CONSOLIDATED BALANCE SHEET 


December 28, 1969 and December 29, 1968 


ASSETS 1969 

CURRENT ASSETS: 

Cash. $ 1,486,930 

Short-term securities, at amortized cost which approximates market .... 1,498,457 

Accounts receivable, less allowances for doubtful accounts (1969 — $120,040; 

1968—$103,789). 8,198,285 

Recoverable federal income taxes (carryback of investment tax credit) . . . 355,742 

Notes receivable. 418,459 

Miscellaneous receivables and accruals. 675,832 

Inventories, at lower of cost (principally average cost) or market: 

Finished goods and goods in process. 1,738,866 

Manufacturing materials and supplies. 4,661,604 

Prepaid expenses. 192,488 

Total current assets. 19,226,663 


OTHER ASSETS: 

Notes and accounts receivable. 761,178 

Investments in and advances to 50%-owned companies (Note 1). 1,087,508 

Investments and sundry assets. 235,787 


2,084,473 

PROPERTY, PLANT AND EQUIPMENT, at cost less accumulated de¬ 


preciation and depletion (Note 3): 

Land—plant sites. 619,292 

Buildings and structures. 11,142,426 

Machinery, equipment and construction. 52,317,967 

64,079,685 

Less accumulated depreciation. 29,715,832 

34,363,853 

Timber and timberlands, less accumulated depletion (1969—$5,590,616; 

1968—$4,589,634) 17,605,626 

Net property, plant and equipment. 51,969,479 


$73,280,615 


1968 


$ 1,106,158 
2,000,000 

8,110,431 

409,578 

542,121 

646,672 

1,456,017 

4,444,412 

194,245 

18,909,634 


725,110 

844,000 

237,628 

1,806,738 


603,464 

11,121,268 

54,147,834 

65,872,566 

29,875,049 

35,997,517 

14,776,091 

50,773,608 

$71,489,980 
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The Chesapeake Corporation of Virginia and Subsidiary Companies 


LIABILITIES 1969 

CURRENT LIABILITIES: 

Accounts payable. $ 3,611,890 

Long-term debt due within one year. 750,000 

Notes payable. 358,888 

Dividends payable. 762,499 

Salaries, wages and commissions. 297,514 

Payroll and withholding taxes. 377,633 

Federal and state income taxes. 1,190,631 

Total current liabilities. 7,349,055 


LONG-TERM DEBT (due after one year) (Note 2). 6,000,000 


DEFERRED INCOME TAXES (Note 3). 3,100,854 


STOCKHOLDERS’ EQUITY 

(Notes 2, 4 and 5) 

Preferred stock — $100 par value: 

Authorized: 150,000 shares issuable in series; 


Outstanding: $5 cumulative convertible series A—35,424 shares. 3,542,400 

Common stock—$5 par value: 

Authorized: 10,000,000 shares; 

Outstanding: 1,795,547 shares. 8,977,735 

Other capital. 4,861,668 

Retained earnings. 39,448,903 

56,830,706 


$73,280,615 


The accompanying notes are an integral part of the financial statements. 


1968 


$ 2,582,015 
750,000 
418,583 
762,499 
320,382 
405,467 
1,146,522 
6,385,468 


6,750,000 


3,009,661 


3,542,400 

8,977,735 

4,861,668 

37,963,048 

55,344,851 

$71,489,980 
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The Chesapeake Corporation of Virginia and Subsidiary Companies 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 

For the years ended December 28, 1969 and December 29, 1968 

1969 


Balance at beginning of year. $37,963,048 

Add net income . 4,535,850 

42,498,898 


Deduct dividends declared: 

Common stock—$1.60 per share. 2,872,875 

Preferred stock. 177,120 

3,049,995 


Balance at end of year (Note 2). $39,448,903 


The accompanying notes are an integral part of the financial statements. 


1968 

$36,618,942 

4,395,557 

41,014,499 


2,872,875 

178,576 

3,051,451 


$37,963,048 
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The Chesapeake Corporation of Virginia and Subsidiary Companies 


CONSOLIDATED STATEMENT OF INCOME 

For the years ended December 28, 1969 and December 29, 1968 


SALES AND OTHER INCOME: 

Net sales . 

Other income . 

Equity in earnings of 50%-owned company (Note 1) 


COSTS AND EXPENSES: 

Cost of sales, less depreciation and depletion . . 

Depreciation and depletion (Note 3). 

Selling, general and administrative expenses . . 

Interest expense . 

Miscellaneous deductions. 

Federal and state income taxes (Note 3) . . . . 


Net income. 

Net income per share of common stock 

(after preferred dividend requirements) (Note 4) . 

The accompanying notes are an integral part of the financial statements. 


1969 

1968 

$68,482,145 

$59,876,331 

861,057 

962,000 

270,000 

348,000 

69,613,202 

61,186,331 

48,625,673 

42,139,808 

6,119,509 

5,593,825 

5,080,731 

4,675,131 

416,066 

376,555 

700,373 

612,455 

4,135,000 

3,393,000 

65,077,352 

56,790,774 

$ 4,535,850 

$ 4,395,557 

$2.43 

$2.35 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Principles of Consolidation: 

The consolidated financial statements include the accounts of The Chesapeake Corporation of Virginia and its subsidiary companies. Inter¬ 
company accounts and transactions have been eliminated. 

Investments in and advances to 50%-owned companies (Chesapeake Bay Plywood Corp. and Cands Lumber, Inc.) are stated at cost plus 
the corporation’s equity in accumulated earnings. The corporation’s equity in the net income of Chesapeake Bay Plywood Corp. amounted 
to $270,000 in 1969 and $348,000 in 1968. The operations of Cands Lumber, Inc., are expected to commence in 1970 upon the comple¬ 
tion of its chip and lumber production facilities. 

2. Long-Term Debt: 

Long-term debt issued under a Term Loan Agreement with a bank and an insurance company consists of: 

Maturity 



Total 

Witnin 

One Year 

After 
One Year 

4%% note, payable $187,500 quarterly from February 28, 1970 through 
November 30, 1971 . 

. . $1,500,000 

$750,000 

$ 750,000 

478% notes, payable $187,500 quarterly from February 28, 1972 through 

August 31, 1974 and $3,187,500 on November 30, 1974 . 

. . 5,250,000 


5,250,000 

Totals. 

. . $6,750,000 

$750,000 

$6,000,000 


Under the most restrictive provisions of the Term Loan Agreement, approximately_$23,400,000 of retained earnings and $8,900,000 of 
working capital were free of restrictions at December 28, 1969. 


3. Investment Tax Credits, Depreciation and Deferred Income Taxes: 

The companies earned investment tax credits of approximately $67,000 in 1969 and $440,000 in 1968. Generally, investment tax credits 
are deferred and amortized over eight years as a reduction of income tax expense. The amount of such reduction was approximately 
$271,000 in 1969 and $297,000 in 1968. 

For financial reporting purposes, major additions to plant and equipment after 1962 are being depreciated by the straight-line method; 
other items, generally, are depreciated by the double-declining balance method. Depreciation charged to income, based on the estimated 
useful lives of the properties, amounted to $4,426,672 in 1969 and $4,334,034 in 1968. 

For income tax purposes, the companies, generally, use accelerated depreciation methods. This policy has no effect on reported net income, 
because provision has been made for the income taxes deferred due to differences in depreciation expense for reporting and tax purposes. 
The companies have also deferred to future periods the income tax effects resulting from other timing differences between reported income 
and taxable income. Provisions for federal and state income taxes include deferred income taxes of approximately $295,000 in 1969 and 
$150,000 in 1968. 

4. Capital Stock: 

The preferred shares, $5 cumulative convertible series A, entitle the holders to one vote for each share held. The outstanding preferred 
shares are entitled in liquidation to $100 per share plus dividends accrued and unpaid and, generally, are not redeemable by the corporation 
prior to December 30, 1972. Subsequent to December 29, 1972, the corporation may redeem the preferred shares at $100 per share, plus 
dividends accrued and unpaid to the redemption date. At the option of the holders, outstanding preferred shares may be converted into 
common shares at the rate of 1.9445 common shares for each preferred share, subject to adjustment of the conversion rate in certain events. 
At December 28, 1969, there were 68,881 unissued common shares reserved for the conversion of preferred shares. Fully diluted earnings 
per share of common stock, assuming conversion of outstanding preferred stock and exercise of outstanding options, are no less than the 
primary earnings per share shown on the accompanying statement of income. 


5. Stock Options: 

At December 28, 1969, there were 4,954 shares of common stock set aside for issuance to employees pursuant to restricted stock options. 
The option price is $27.87 per share, which was 95% of the market value, as adjusted for stock distributions, on the date the options were 
granted. Options are exercisable at various dates extending to February 15,1972. No options were granted or exercised during the year. 


6. Employees’ Retirement Plans: 

The corporation and its subsidiaries have several noncontributory retirement plans covering substantially all of their employees. The 
policy is to fund the total of (a) currently accruing pension costs and (b) an amount equal to the amortization of past service costs over 
periods not exceeding twenty-five years. The total pension expense was approximately $852,000 in 1969 and $976,000 in 1968. 


7. Contingencies and Commitments: 

The corporation is contingently liable as guarantor of loans of approximately $710,000 and has agreed to guarantee borrowings by Cands 
Lumber, Inc., to the extent of $350,000. One subsidiary is a participant with nine other unrelated companies in a joint and several guaran¬ 
tee of loans in the amount of $2,210,000. At December 28, 1969, the companies had commitments of approximately $1,200,000 for capital 
expenditures and other contractual obligations. 
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The Chesapeake Corporation of Virginia and Subsidiary Companies 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


For the years ended December 28, 1969 and December 29, 1968 


SOURCE OF FUNDS: 

Net income. $ 4,535,850 

Add (deduct) non-cash items: 

Depreciation and depletion. 6,119,509 

Other non-cash items (net). (306,356) 

Total from operations. 10,349,003 

Decrease in working capital. 646,558 

Investment tax credits. 67,000 

Other items (net). — 

Totals. $11,062,561 


APPLICATION OF FUNDS: 

Additions to property, equipment and timberlands, less book value of 

disposals. 7,254,830 

Cash dividends declared. 3,049,995 

Decrease in long-term debt. 750,000 

Other items (net). 7,736 

Totals. $11,062,561 


The accompanying notes are an integral part of the financial statements. 


1968 


$ 4,395,557 

5,593,825 

(543,770) 

9,445,612 

2,930,486 

440,000 

202,760 

$13,018,858 


9,217,407 

3,051,451 

750,000 


$13,018,858 


ACCOUNTANTS’ REPORT 

To the Stockholders and Board of Directors 
The Chesapeake Corporation of Virginia: 

We have examined the accompanying consolidated balance sheet of The Chesapeake Corporation of Virginia and 
its subsidiary companies at December 28, 1969 and the related consolidated statements of income, retained earnings 
and source and application of funds for the year (fifty-two weeks) then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. We previously examined and reported upon 
the consolidated financial statements for the year 1968 (fifty-two weeks). 

In our opinion, the consolidated financial statements referred to above present fairly on a consolidated basis the 
financial position of The Chesapeake Corporation of Virginia and its subsidiary companies at December 28, 1969 and 
December 29, 1968, and the results of their operations and source and application of funds for the years then ended, in 
conformity with generally accepted accounting principles applied on a consistent basis. 

LYBRAND, ROSS BROS. & MONTGOMERY 
Certified Public Accountants 


Richmond, Virginia 
January 31, 1970 


19 






































The Chesapeake Corporation of Virginia and Subsidiary Companies 


A TEN-YEAR COMPARISON* 

(Dollar amounts in thousands, except for per-share data) 



1969 

1968 

1967 

1966 

1965 

1964 

1963 

1962 

1961 

1960 

OPERATING RESULTS 











Net sales. 

$68,482 

$59,876 

$60,924 

$63,101 

$57,422 

$45,332 

$39,016 

$37,611 

$34,762 

$34,412 

Net costs except depreciation and de¬ 
pletion . 

53,691 

46,493 

47,064 

45,840 

41,491 

34,739 

29,754 

26,517 

24,878 

23,024 

Depreciation and depletion. 

6,120 

5,594 

5,154 

4,806 

4,057 

3,567 

2,834 

2,881 

2,800 

2,753 

Income before income taxes. 

8,671 

7,789 

8,706 

12,455 

11,874 

7,026 

6,428 

8,213 

7,084 

8,635 

Taxes on income. 

4,135 

3,393 

3,800 

5,658 

5,248 

2,968 

3,130 

4,213 

3,714 

4,499 

Net income. 

4,536 

4,395 

4,906 

6,797 

6,626 

4,058 

3,298 

4,000 

3,370 

4,136 

Per share of common stock # .... 

$2.43 

$2.35 

$2.63 

$3.69 

$3.59 

$2.16 

$1.74 

$2.13 

$1.77 

$2.19 

Per cent of net sales. 

6.6% 

7.3% 

8.1% 

10.8% 

11-5% 

9.0% 

8.5% 

10.6% 

9.7% 

12.0% 

Net income applicable to common 
stock as a per cent of common 
stockholders’ equity (beginning of 
year). 

8.4% 

8.4% 

9.7% 

14.8% 

15.9% 

10.1% 

8.5% 

H.1% 

9.7% 

13.1% 

Cash flow** . 

$10,655 

$9,989 

$10,060 

$11,604 

$10,683 

$7,625 

$6,132 

$6,881 

$6,170 

$6,889 

Per share of common stock* .... 

$5.84 

$5.46 

$5.50 

$6.36 

$5.85 

$4.15 

$3.32 

$3.73 

$3.33 

$3.72 

Dividends declared on common stock. . 

$2,873 

$2,873 

$2,873 

$2,873 

$2,673 

$1,727 

$1,563 

$1,534 

$1,484 

$1,435 

Income retained for use in the business . 

1,486 

1,344 

1,931 

3,875 

3,838 

2,234 

1,645 

2,414 

1,801 

2,635 


FINANCIAL POSITION 

Working capital. 

. $11,878 

$12,524 

$15,455 

$14,104 

$12,539 

$9,876 

$10,617 

$17,008 

$14,112 

$12,518 

Property, plant and equipment (net) . 

51,969 

50,774 

47,077 

46,172 

39,489 

38,142 

31,061 

21,726 

22,126 

22,266 

Other assets . 

2,084 

1,807 

1,689 

1,767 

1,006 

702 

738 

1,832 

1,919 

1,749 

Long-term debt and deferred credits . 

9,100 

9,760 

10,220 

9,973 

4,923 

4,506 

435 

230 

236 

163 

Stockholders’ equity. 

56,831 

55,345 

54,001 

52,070 

48,111 

44,214 

41,980 

40,335 

37,921 

36,371 

Per share of common stock* . . . 

. $29.68 

$28.85 

$28.10 

$27.03 

$24.82 

$22.65 

$21.41 

$20.49 

$19.15 

$18.14 

Shares of common stock outstanding . 

. 1,795,547 

1,795,547 

1,795,547 

1,795,547 

1,795,547 

1,346,179 1,321,026 

1,296,312 

1,272,026 1,248,083 


OTHER INFORMATION 

Gross additions to properties and equip¬ 
ment .. 

$7,721 

$9,382 

$6,339 

$12,136 

$5,964 

$10,876 

$12,305 

$2,622 

$2,600 

$3,396 

Production of paperboard, paper and 
market pulp (tons). 

364,366 

361,791 

366,855 

372,488 

370,352 

285,983 

233,651 

228,116 

223,460 

229,574 

Acres of timberlands owned. 

300,000 

285,000 

278,000 

265,700 

245,000 

236,100 

233,000 

230,800 

228,000 

222,700 

Stockholders. 

3,937 

3,988 

3,979 

3,927 

3,704 

3,380 

3,243 

3,106 

2,992 

2,889 

Employees. 

2,007 

1,919 

1,892 

1,856 

1,696 

1,577 

1,414 

1,390 

1,361 

1,176 


* Includes pooled companies. 

# Based on shares outstanding at December 28, 1969 and excluding amounts applicable to preferred stock. 

**Cash flow is stated as the total of net income, depreciation and depletion. 
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